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It is common for Chinese listed companies to establish a political association,
executives attach great importance to the use of political strategy. The main purpose of
establishing political connections is to obtain scarce resources such as government
subsidies and tax incentives, and then through resource effects to cross the barriers to the
development of enterprises. Is there an increase in investment spending for enterprises
with political connections compared with those with no political connections? And what is
the mediating role between political connections and investment spending? Monetary
policy is one of the commonly used macro-control means, its effect will eventually be
reflected in the micro-subject. How can listed companies develop investment plans based
on monetary policy signals and can they change according to the direction of policy
adjustment? Will the effectiveness of monetary policy regulation of investment activities
be affected by enterprise political connections? Based on the above problems, the paper
draws the following conclusions: there is a close relationship among monetary policy,
political connections and investment. Under the background of economic transformation,
it has some practical significance and theoretical value.
Based on the 2308 listed companies from 2009 to 2015, this paper explores the
relationship between political connection and investment expenditure, and the influence of
political connection on credit channel from the degree of monetary policy. The results
show that: the listed companies can obtain financing facilities through political
connections, thus increasing the level of investment expenditure. The positive correlation
of political connections on investment with different indicators is significant, among them,
the executives of political relations to enhance the scale of investment is the most obvious.
Credit financing has a partial mediating effect between political relevance and investment,
that is, the part of political connection to the investment is achieved by increasing the
amount of financing. Under the mode of bank leading credit resource allocation, monetary
policy is basically effective in the transmission mechanism of firm investment. However,
due to the existence of political connections, the listed companies are not sensitive to
credit shocks, the influence of executive political relations on the sensitivity of response is
most significant. Finally, the paper puts forward some suggestions on the cost effect of
political connection, market mechanism and enterprise governance.
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